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§239.60

of conversion shares. The minimum
number of shares must equal the lesser
of the number of shares obtained by a
$500 subscription or 25 shares.

(4) In setting purchase limitations
under this section, the mutual holding
company may not aggregate conver-
sion shares attributed to a person in
the tax-qualified employee stock own-
ership plan with shares purchased di-
rectly by, or otherwise attributable to,
that person.

(0) Purchase preference for persons in
the local community. (1) In the subscrip-
tion offering, subject to the purchase
priorities set forth in paragraph (a) of
this section, the mutual holding com-
pany may give a purchase preference to
eligible account holders, supplemental
eligible account holders, and voting
members residing in the local commu-
nity.

(2) In the community offering, the
mutual holding company must give a
purchase preference to natural persons
residing in the local community.

(p) Conditions on community offerings
and public offerings. (1) If the mutual
holding company offers conversion
shares in a community offering, a pub-
lic offering, or both, it must offer and
sell the stock to achieve a widespread
distribution of the stock.

(2) If the mutual holding company of-
fers shares in a community offering, a
public offering, or both, it must first
fill orders for the stock up to a max-
imum of two percent of the conversion
stock on a basis that will promote a
widespread distribution of stock. The
mutual holding company must allocate
any remaining shares on an equal num-
ber of shares per order basis until it
fills all orders.

§239.60 Completion of the offering.

(a) Deadline for completing the sale of
stock. The mutual holding company
must complete all sales of the stock
within 45 calendar days after the last
day of the subscription period, unless
the offering is extended under para-
graph (b) of this section.

(b) Offering period extension. (1) The
mutual holding company must request,
in writing, an extension of any offering
period.

(2) The Board may grant extensions
of time to sell the shares. The Board
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will not grant any single extension of
more than 90 days.

(3) If the Board grants the request for
an extension of time, the mutual hold-
ing company must provide a post-effec-
tive amendment to the offering cir-
cular under §239.58(c) to each person
who subscribed for or ordered stock.
The amendment must indicate that the
Board extended the offering period and
that each person who subscribed for or
ordered stock may increase, decrease,
or rescind their subscription or order
within the time remaining in the ex-
tension period.

§239.61 Completion of the conversion.

(a) Completion of the conversion. (1) In
the plan of conversion, the mutual
holding company must set a date by
which the conversion must be com-
pleted. This date must not be more
than 24 months from the date that the
members approve the plan of conver-
sion. The date, once set, may not be ex-
tended by the mutual holding company
or by the Board. The mutual holding
company must terminate the conver-
sion if it is not completed by that date.

(2) The conversion is complete on the
date that the mutual holding company
accepts the offers for stock of the re-
sulting stock holding company.

(b) Termination of the conversion. (1)
The members may terminate the con-
version by failing to approve the con-
version at the members’ meeting.

(2) The mutual holding company may
terminate the conversion before the
members’ meeting.

(3) The mutual holding company may
terminate the conversion after the
members’ meeting only if the Board
concurs.

(c) Voting rights for stockholders fol-
lowing conversion. The resulting stock
holding company must provide the
stockholders with exclusive voting
rights.

(d) Rights of savings account holders.
The resulting stock holding company
must provide a liquidation account for
each eligible and supplemental eligible
account holder under §239.62(a)(1)—(3).

§239.62 Liquidation accounts.

(a) Liquidation account. (1) A liquida-
tion account represents the potential
interest of eligible account holders and
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supplemental eligible account holders
in the mutual holding company’s net
worth at the time of conversion. The
resulting stock holding company must
maintain a sub-account to reflect the
interest of each account holder.

(2) Before the resulting stock holding
company may provide a liquidation
distribution to common stockholders,
the resulting stock holding company
must give a liquidation distribution to
those eligible account holders and sup-
plemental eligible account holders who
hold savings accounts from the time of
conversion until liquidation.

(3) The resulting stock holding com-
pany may not record the liquidation
account in the financial statements.
The resulting stock holding company
must disclose the liquidation account
in the footnotes to the financial state-
ments.

(4) The initial balance of the liquida-
tion account is the net worth in the
statement of financial condition in-
cluded in the final offering circular.

(b) Liquidation sub-accounts. (1)(i) The
resulting stock holding company deter-
mines the initial sub-account balance
for a savings account held by an eligi-
ble account holder by multiplying the
initial balance of the liquidation ac-
count by the following fraction: The
numerator is the qualifying deposit in
the savings account on the eligibility
record date. The denominator is total
qualifying deposits of all eligible ac-
count holders on that date.

(ii) The resulting stock holding com-
pany determines the initial sub-ac-
count balance for a savings account
held by a supplemental eligible ac-
count holder by multiplying the initial
balance of the liquidation account by
the following fraction: The numerator
is the qualifying deposit in the savings
account on the supplemental eligibility
record date. The denominator is total
qualifying deposits of all supplemental
eligible account holders on that date.

(iii) If an account holder holds a sav-
ings account on the eligibility record
date and a separate savings account on
the supplemental eligibility record
date, the resulting stock holding com-
pany must compute separate sub-ac-
counts for the qualifying deposits in
the savings account on each record
date.

§239.62

(2) The resulting stock holding com-
pany may not increase the initial sub-
account balances. The resulting stock
holding company must decrease the
initial balance under §239.62(d) as de-
positors reduce or close their accounts.

(c) Retention of voting rights based on
liquidation sub-accounts. Eligible ac-
count holders or supplemental eligible
account holders do not retain any vot-
ing rights based on their liquidation
sub-accounts.

(d) Adjusting liquidation sub-accounts.
(1)(i) The resulting stock holding com-
pany must reduce the balance of an eli-
gible account holder’s or supplemental
eligible account holder’s sub-account if
the deposit balance in the account
holder’s savings account at the close of
business on any annual closing date,
which for purposes of this section is
the fiscal year end, after the relevant
eligibility record dates is less than:

(A) The deposit balance in the ac-
count holder’s savings account at the
close of business on any other annual
closing date after the relevant eligi-
bility record date; or

(B) The qualifying deposits in the ac-
count holder’s savings account on the
relevant eligibility record date.

(ii) The reduction must be propor-
tionate to the reduction in the deposit
balance.

(2) If the resulting stock holding
company reduces the balance of a lig-
uidation sub-account, the resulting
stock holding company may not subse-
quently increase it if the deposit bal-
ance increases.

(3) The resulting stock holding com-
pany is not required to adjust the lig-
uidation account and sub-account bal-
ances at each annual closing date if it
maintains sufficient records to make
the computations if a liquidation sub-
sequently occurs.

(4) The resulting stock holding com-
pany must maintain the liquidation
sub-account for each account holder as
long as the account holder maintains
an account with the same social secu-
rity number or tax identification num-
ber, as applicable.

(5) If there is a complete liquidation,
the resulting stock holding company
must provide each account holder with
a liquidation distribution in the
amount of the sub-account balance.
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(e) Liquidation defined. (1) For pur-
poses of this subpart, a liquidation is a
sale of the assets and settlement of the
liabilities with the intent to cease op-
erations and close. Upon liquidation,
the resulting stock holding company
must return the charter to the govern-
mental agency that issued it. The gov-
ernment agency must cancel the char-
ter.

(2) A merger, consolidation, or simi-
lar combination or transaction with
another depository institution, is not a
liquidation. If the resulting stock hold-
ing company is involved in such a
transaction, the surviving institution
must assume the liquidation account.

(f) Effect of liquidation on net worth.
The liquidation account does not affect
the net worth.

§239.63 Post-conversion.

(a) Management stock benefit plans. (1)
During the 12 months after the conver-
sion, the resulting stock holding com-
pany may implement a stock option
plan (Option Plan), an employee stock
ownership plan or other tax-qualified
employee stock benefit plan (collec-
tively, ESOP), and a management rec-
ognition plan (MRP), provided the re-
sulting stock holding company meets
all of the following requirements.

(i) The resulting stock holding com-
pany discloses the plans in the proxy
statement and offering circular and in-
dicates in the offering circular that
there will be a separate shareholder
vote on the Option Plan and the MRP
at least six months after the conver-
sion. No shareholder vote is required to
implement the ESOP. The ESOP must
be tax-qualified.

(ii) The Option Plan does not exceed
more than ten percent of the number of
shares that the resulting stock holding
company issued in the conversion.

(iii)(A) The ESOP and MRP do not
exceed, in the aggregate, more than ten
percent of the number of shares that
the resulting stock holding company
issued in the conversion. If the result-
ing stock holding company has tan-
gible capital of ten percent or more fol-
lowing the conversion, the Board may
permit the ESOP and MRP to rep-
resent, in the aggregate, up to 12 per-
cent of the number of shares issued in
the conversion; and
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(B) The MRP does not exceed more
than three percent of the number of
shares that the resulting stock holding
company issued in the conversion. If
the resulting stock holding company
has tangible capital of ten percent or
more after the conversion, the Board
may permit the MRP to represent up
to four percent of the number of shares
that the resulting stock holding com-
pany issued in the conversion.

(iv) No individual receives more than
25 percent of the shares under any plan.

(v) The directors who are not the offi-
cers do not receive more than five per-
cent of the shares of the MRP or Op-
tion Plan individually, or 30 percent of
any such plan in the aggregate.

(vi) The shareholders approve each of
the Option Plan and the MRP by a ma-
jority of the total votes eligible to be
cast at a duly called meeting before
the resulting stock holding company
establishes or implements the plan.
The resulting stock holding company
may not hold this meeting until six
months after the conversion.

(vii) When the resulting stock hold-
ing company distributes proxies or re-
lated material to shareholders in con-
nection with the vote on a plan, the re-
sulting stock holding company states
that the plan complies with Board reg-
ulations and that the Board does not
endorse or approve the plan in any
way. The resulting stock holding com-
pany may not make any written or
oral representations to the contrary.

(viii) The resulting stock holding
company does not grant stock options
at less than the market price at the
time of grant.

(ix) The resulting stock holding com-
pany does not fund the Option Plan or
the MRP at the time of the conversion.

(x) The plan does not begin to vest
earlier than one year after share-
holders approve the plan, and does not
vest at a rate exceeding 20 percent per
year.

(xi) The plan permits accelerated
vesting only for disability or death, or
if the resulting stock holding company
undergoes a change of control.

(xii) The plan provides that the exec-
utive officers or directors must exer-
cise or forfeit their options in the
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